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HIGHLIGHTS AND RECOMMENDATIONS OF THE SECOND VIRTUAL
MEETING OF THE CGAP WORKING GROUP ON IMPACT ASSESSMENT
METHODOLOGIES, April 14 — 28, 1998:

DEVELOPING LOWER COST MICROENTERPRISE IMPACT ASSESSMENT
METHODOLOGIESFOR MICROENTERPRISE PROGRAMS

INTRODUCTION

The second virtual meeting of the CGAP Working Group on Impact Assessment Methodologies,*
hdd April 14-28, 1998, follows on the successful first virtual meeting of the Working Group heldin
April 1997.2 Thegoal of the first meeting was to address methodol ogical options for the conduct of
impact assessments (IAs). Building on recommendations from the first meeting, the goal of the
second meeting was to move toward the development of guidelines for “ middle-range’” impact
studies. Theimpetusfor developing guidelines for such middle-range impact assessments grew out
of the expressed wish of theindustry for credible, lower-cost studiesthat can be used as management
tools by practitioners while also providing evidence of accountability.

Middle-rangetools, by definition, require methodological trade-offs. The nature of these trade-offs,
and their implicationsin terms of credibility, effectiveness, and usefulness of findings were the major
topics of the second virtual meeting. Whilethe value of high-end and low-end studiesis recognized,
the meeting agenda focused on forging a consensus on what comprises a middle-range impact
assessment and devel oping guidelines for such approaches.

Prior tothevirtual meeting, membersof theWorking Group voluntarily submitted background papers
(see Annex 1). These documents, which included impact assessments from Africa, Asa, and Latin
Americawere used to inform preparation of a discussion paper for themeeting.? Thevirtual meeting

! Members of this CGAP (Consultative Group to Assist the Poorest) Working Group include: Chair, Monique
Cohen, USA, Audtralia, Canada, Germany, Japan, Netherlands, Norway, UK. IFAD, ILO, UNDP and PAG
members, Renee Chao-Beroff of CDIR and Ela Bhatt of SEWA.

2 For further information on the first Virtual Meeting see Monique Cohen and Gary Gaile, “Highlights and
Recommendations of the First Virtual Meeting of the CGAP Working Group on Impact Assessment
Methodologies, April 7-19, 1997,” (AIMS Project, Washington D.C.: Management Systems International, 1997)
and David Hulme, “Impact Assessment Methodologies for Microfinance: A Review,” ( Washington D.C:
Management Systems International and CGAP, 1997).

3 Jennefer Sebstad, “ Devel oping Lower-Cost Impact Assessment Methodologies for Microenterprise Projects,”
(AIMS Project, Washington D.C.: Management Systems International, 1998). This and other AIMS papers are

available at the website: http://www.mip.org.



brought together 36 participants from donor agencies, research ingtitutions, and practitioner
organizationsacrosstheglobe (see Annex 2). Usinge-mail and a“listserve’ created for the meeting,
the moderated discussion took place in real time in Namibia, Australia, Ethiopia, the Philippines,
several European countries, and the U.S.*

Thediscussion paper was praised by all participants. It was not only valuablein setting the stage for
the virtual meeting and guiding much of the debate, but was also acknowledged as important in
directing readers as they seek to apply and refine the guidelines.

The virtual meeting focused on three primary topic areasreating to middle-range IAs. Thesetopic
areas were

C credibility;

C cost effectiveness and usefulness; and

C development of guiddines.

Suggested guiddines for middle-range impact assessments were voted on at the conclusion of the
virtual meeting in an endeavor to identify areas of consensus. Points of consensus are indicated
throughout the paper. The conclusion draws on the nascent guidelines and provides participants
recommendations for next steps and future work on devel oping approaches to middle-range impact
assessments.

CREDIBILITY

The discussion paper listed six key e ements of credible impact assessments:

clearly stated objectives,

asmall set of focused hypotheses;

well-defined and rdliable variables and measures,

well-designed and documented data-gathering instruments,

methodsthat allow for establishing plausi ble associ ation between interventionsand measured
changes, and

1 adesign that generates information useful for improving program performance and impact.

Only afew of these elements were discussed in detail. Others were mentioned in passing.

The discussion opened with a debate around the audience, and thus the objectives, of an impact
assessment.  While acknowledging the requirements of accountability, participants stressed the
importance of using impact assessments as management toolsfor aiding practitionersto better attain
program goals. Within this general consensus on the objectives of impact assessments, certain

* A moderator, Gary Gaile of the University of Colorado, facilitated the meeting. Management Systems
International was responsible for the management of the meeting.
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opposing views among participants are worth noting. One noted that credibility is “audience
sengtive,” while another disagreed with the magjority by arguing that the “ question of audienceis not
relevant.”

The tendency to limit the audience for impact assessments primarily to managers of microfinance
ingtitutions (M Fls) and donorswas questioned by several participants. Whileagreeing that managers
want and need this information, participants called for greater incluson of MF clients. In light of
broadening the objective of impact assessments beyond accountability, one participant argued that
clients perception of meaning and value of participation can provide insightsinto how the quality of
services might be improved. Expanding the definition of clients to include village leaders, local
authorities, etc., and including poor peoples perception of change in poverty were also proposed.
Moreover, clientscan play avaluablerolein and can benefit from theimpact assessment process. For
instance, one member called for integrating clients into the design and evaluation process and
advocated client sdlf-evaluation. Whiletherewasgeneral agreement, questionswereraised about the
practicalities of incorporating clients. Among the questions posed were the following:

“How and at what stage should this be done?’
“ Aretherelow cost ways to do this?’
“What isthe feasbility of doing thisin alarge sample?’

CONSENSUS POINT: Incorporate client satisfaction as part of impact assessments.

One dstrategy proposed that credibility could be enhanced by placing more emphasis on the
development of well-defined and reliable variables and measures. Thiswould entail amore precise
sdlection of the limited number of indicatorsto be analyzed. In addition, data-collection instruments
should be designed to facilitate information entry and retrieval, and practitioners should use the data
intheir own internal evaluations. Finally, if 1A dataareto be collected by MFI staff, it should be seen
as an opportunity to build local capacity within the MFI.

CONSENSUS POINT: Usealimited number of indicators.

Considerable debate centered on credibility issues related to the design and documentation of data-
gathering instruments. Inlight of the goal of seeking middle-range approachesto impact assessment,
the validity of data collected by staff, especially at the time a client enters a program, emerged as a
keyissue. Itisrecognized that much of theinformation needed by an MFI to assessthe “bankability”
of clients could also serve as basdline data for impact assessments. Indeed, in many instances the
appropriate information is already or could easily be included on a client application form. One
participant argued that provision of basdline information should be a condition for receiving aloan
and should include, at a minimum, data on housing and assets. In response to a concern about the
reliability of such data, it was pointed out that reliability could improve markedly with training and
supervision. Ancther participant suggested that if the baseline form were designed by an external
team and the staff collect data with care and integrity, the rdiability of information would be
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enhanced. Attention also needsto be given to having data that practitioners can readily retrieve and
use. Both the experience of ADEMI in the Dominican Republic and, more recently, Workers Bank
in Jamaica were mentioned as examples of ingtitutions that maintain ongoing client databases.

CONSENSUS POINT: Use acarefully designed A which ensures transparency and external
review/oversight.

It isclear that collecting data from clients entering a microfinance program can significantly reduce
costs of 1A data collection. However, questions regarding staff capacity and reliability of the data
wereraised. Questioned were the quality of the data generated by MFI staff, the validity of data
collected by “vested interests,” and the biasing of data as a consequence of “agents’ incentives.”
When additional data collection is an extratask, thereislittle incentive for overburdened MFI staff
to carefully collect theinformation. A strong argument was made that, while baseline data could be
collected by program staff, follow-up data should be collected by an external team to assure the
credibility of thelA. In any case, data collected by the MFI at the outset could be used to triangul ate
with other data collected by external evaluators. One participant claimed that “ credibility will aways
be questioned” and another worried about the MFIS willingness to share the results.

CONSENSUSPOINT: MFIsshould carefully gather data from clients upon entrance to the
program. Testing the practicality aswell as assessing the cost of collecting such data by
MFIs could begin with a focus on basic indicators that are relatively easy to collect.

Use of a comparison or control group to permit “establishing plausible associations between
interventions and measured changes’ is ancother dement of credibility that drew sSignificant
commentary. Also a subject of discussion in the first virtual meeting, the need for some form of
comparison or control group to credibly identify program impacts was reinforced. Yet, the
designation of the control group remains a subject of considerable debate. In response to a
suggestion that entrants into a program be used as the comparison group, a concern was raised that
“gtarting conditions’ may be dissimilar. It was argued that |As should use “the most appropriate”
comparison group. Throughout the discussion, several concerns were raised about the true
comparability of groupsboth within aprogram and between programson several important variables,
including initial income status.

CONSENSUSPOINT: Preference should be given to the use of non-clients versus new clients
as comparison groupsin IAs. However, the higher cost of this approach, the need to
establish an appropriate sample of non-clients, and other limitations of this
recommendation are well recognized.

In stressing the importance of the time element in |As, Sebstad (1998) proposes the “use of a
longitudinal design, if possible’ to enhance credibility. Early in the debate, a participant argued that
using cross-sectional or retrospectivetechniqueswasameansof significantly reducing 1A costs. This
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isaclear example of atrade-off that can lower cost. While studies conducted at more than one point
in time are more reliable than one-time studies reliant on retrospective data, the cost of the latter
studies is significantly lower and they still retain some credibility if properly done.

“Systematic analysisof thedata collected” isafurther credibility eement highlighted in thediscussion
paper. The proposition was put forward that the most sophisticated statistical methods are not a
necessity. Moreover, to lower costs, some trade-offs in level of statistical analysis should be
considered. There was recognition that for most A purposes alower cost study can still provide
valuableinformation, without the necessity of high levels of gatistically significant output (which can
usually only be attained by high-cost, large sample size surveys). One participant suggested that a
confidence level of 80% could be considered sufficient for maost purposes (versus the more common
95% and 99% levels). Thiswould seem most adequate where |As are to be used as management
tools.

CONSENSUS POINT: In the absence of basdline data, use retrospective techniques.
However, the choice of such alower-cost approach should also recognize that thereis
avalid and important role for some precise data (interval data).

COST EFFECTIVENESS AND USEFULNESS OF IMPACT ASSESSMENTS

Lowering costs of IAs has been an expressed goal of the Working Group since itsinception. Yet,
“what arethelimits of lowering the costs of IAswithout serioudly reducing their credibility?” Posed
by the moderator, the question drew several insightful responses. Incorporating plansfor an IA as
early aspossibleinto the design and implementation of a microfinance program is seen as an effective
way to preparefor lower-cost studies. In thisway, consideration can also be given to different ways
to take advantage of data-collection opportunities during the implementation process, including
surveying entrants to the program. Earlier implementation of A studies has the potential to lower
the cost of both design and sampling procedures. Further, they could permit the establishment of a
clear basdine if done at inception. Basdine data should be collected early and carefully and
guiddinesfor this data collection should be set. Thiswould permit the generation of “more timely,
thus more useful” datafor MFI management.

CONSENSUS POINT: Incorporate plans for impact assessmentsinto the program design
and implementation process as early as possible.

Meeting participants recognized that lower-cost studies are attractive because they are quicker to
execute, thus providing answersfaster. However, “can weget morewith less, ...if weuseinnovative
techniques?’ one participant asked. By reducing the hypotheses (and thusthe variables) to asmaller
set, tailoring the IA to the needs of the sponsor, and scaling down expectations of the statistical
analysis the answer would appear to be “yes.”

The choice exists for obtaining data on the direction, pattern, or degree of change for specific
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variables. However, we should recognize that precise measurement is difficult, and at best we can
obtain estimates of thedegree of change (interval data). For some hypothesesand variables, direction
of change should suffice. At the sametime, if a variable can be measured more precisely, it should
be. Mesting participants recognized that greater specificity on certain variables will always be
desrable. Moreover, the accuracy of estimates varies by variable, and some variables are more
relevant than others. It was noted that over time, movement from direction to more specific change
measures can be accomplished asthe results of |As emerge and tools are devel oped and fine-tuned.

CONSENSUS POINT: Measure direction of change versus exact change where appropriate.

Severa participants noted that thereis still a place for more rigorous and more costly studies. Only
with alarger study will it be possible to compare the cost-effectiveness of microfinance and other
anti-poverty programs. Moreover, much could be learned if such a complex study were conducted
in parallel with lower-cost studiesto identify proxy indicators of complex phenomenaand directions
of change so that these could be used in smaller studies. It was pointed out that BRAC conductstwo
typesof in-housel As. rapid eval uations based on management needs, and morein-depth examination
of client-level impacts® These are in addition to the high-end IAs. It was also pointed out that
ideally, the level of study should be matched to the needs of the donors and practitioners using the
information.

In recommending lower-cost alternativessuch ascross-sectional or retrospectivetechniques, thetime
period covered by the impact assessment needsto be carefully considered. Naturally, an IA isonly
relevant after sufficient time has passed for the impacts to be manifested. In addition, for amiddie-
rangelA itisdesrabletowait until some degree of program stability has been attained, and program
adjustments are made. Y e, low-cost, rapid assessments that generate impact data might be very
valuable at an early stage to help fine-tune a program.

CONSENSUSPOINT: Careful consideration needsto be given to the time period covered by
an impact assessment.

As noted earlier, participants supported the role of impact assessments informing program
management. Sebstad (1998) notes seven ways “that impact information can be useful for improving
ingtitutional performance.” These seven goals served as the basis for some discussion (see box 1).

5 Concrete examples of the rapid, focused assessments include studies that examine staff or client drop-out rates,
savings policy, and the profitability of different microenterprises.



Box 1: Linking Impact Assessment and I nstitutional Perfor mance

The funding of impact assessments can help microenterprise programs

to define their strategic objectives,

to design and deiver appropriate products that respond to client
requirements,

to retain clients (reduce turnover);

to expand outreach;

to improve portfolio quality;

to mobilize funds; and

to establish credibility.

Source: Sebstad 1998

Rapid evaluations were noted as being especially useful to the“improving” function of IAs. Specific
examples of using IAs to evaluate savings policy, study drop-outs, and explore the profitability of
different microenterprises were mentioned by one participant as having the potential to expeditioudy
provide information useful for improving provider services. In addition, several participants noted
that 1As have paid too little attention to the possible negative impacts of programs. High interest
rates, increased demands on time, and actual control of the credit were among the costs mentioned.

Participants shared information on costs of previous lower-cost IAs. The range extended from
$10,000 to $65,000. A figure of $100 per questionnaire for a three-country 1A was also cited.
However, the distinction needs to be drawn between financial costs of different stages of an IA:
planning, design, implementation, analyss, and dissemination. Aswe seek to lower costsit will be
necessary to provide these breakdowns. One participant pointed out that information dissemination
can be costly, but is necessary if we want to share lessons-learned as well as establish guidelines for
lower-cost studies.

Controversy surrounded a suggestion that 1As should be limited to only the larger MFIs which had
demonstrated sustainability or were clearly moving in that direction. Several participants noted that
some of themost successful MFIstoday started small. Y et, szeand sustainability of institutionsalso
relatesto the ability to pay for an 1A; who should bear this cost, and what are the resource limits on
conducting 1As within implementing organizations?

Theingtitutional cost of an impact assessment also hasimplications in terms of the human capacity
of the MFI. Practitioner-led assessments, as undertaken in Honduras, call for the use of in-house
staff. Use of loan officers and managers to conduct |As must be weighed in terms of the drain on
staff time, the opportunity cost in terms of business not attended to and the benefits of improved
program management. While participants recognized that external consultants can play an important
role in practitioner-led assessments, the question remains. what should be the role of external
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advisors?

The question of cost sharing between MFIs and donorsfor IAsremainsan issue. Clearly, thelarger
the organization, the easier it isto absorb thiscost. Moreover, if thelA servesan “improving” role
and clientswill benefit from improved services, isnot the |A apart of doing business and ultimately
should not these costs be passed on to the clientsin a sustainable MFI?

CONSENSUSPOINT: Buildlocal capacity in conducting impact assessments, both internal and
external to the microfinance ingtitution.

TOWARD GUIDELINES

“What are the key elements that should be incorporated into guidelines for impact assessments?’
“What do we know about valid indicators of impacts?” These questions led off the discussion
intended to move towards establishing guidelines for middle-range IAs. The discussion paper
provided an overview, which participants continually referred to as a clear statement of guideines
that often needed no further elaboration. Numerous participantslauded the work and called for it to
be used as a document which encompasses guidelines, best practices and substantial evidence from
previous studies.

CONSENSUS POINT: The discussion paper should be used as guidance and a preliminary
manual for middle-range IAs.

All TAsmust be tailored to specific contextual circumstances; thisis accepted as a basic premise
guiding the development of guidelines for lower-cost impact assessment for microenterprise. The
value of tailoring IAsto specific country and program conditions is well recognized. While some
participants, strongly influenced by the convenience of existing microfinance performance
guiddines, expressed an interest in a standardized basdline, this was rejected as inappropriate.
There was support for devel oping broad guidelines which emphasize “best practices’ and
maximize the use of comparable studies, both within and between IAs.

Building a consensus among participants on arange of issues was the first step towards the
development of general guidelines which would be appropriate for middle-range impact studies of
microenterprise programs (see box 2). We must emphasi ze that these guidelines are not to be
interpreted asimposed or rigid, but rather used as an aid in the planning, design, and
implementation of impact assessments.



Box 2: Guidelinesfor Middle-Range | mpact Assessments

Use some form of time perspective.

Use some form of comparison group.

Tailor 1As to the specific context of the group being studied.

Begin with a small set of hypotheses and variables that have

demonstrated validity in previous impact studies. Incorporate new

hyotheses as appropriate.

5. Make greater use of IAs as a management tool for generating
information that is useful in improving programs.

6. Employ methods to establish plausible association between changes

experienced by clients and their participation in a microenterprise

program.

Source: Sebstad 1998

E NN

With the opportunity to discuss the trade-offs and options for doing credible impact assessments
while meeting our goals and objectivesin a financially reasonable manner, participantsin the
virtual meeting agreed that the mystique surrounding the methodol ogy of microenterprise impact
assessment has become less daunting. Thereis general agreement that credible studies can be
executed expeditioudy and frugally. The broad guidelines and issues discussed during the
meeting serve as a solid basis for prescribing methodologies that will yield useful lower-cost
impact assessments.

CONCLUSION

Some may fed these guidelines are too general. However, coming to agreement on such general
issuesisan important first step forward before delving into finer points of the specifics of lower-
cost impact assessments. The very fact that there is strong consensus on the general issues makes
this next step of refinement more attainable. It is clear from the above report that qualified
agreement - with clarifications and refinements stated - was achieved in the virtual meeting on a
wide variety of less-general, but related, issues which must be considered as we seek to arrive at a
middle-range approach to impact assessment.

Consideration was also given to what should be the next steps for the CGAP Impact
Methodologies Working Group. The discussion paper was judged to be more than smply abasis
for discussion in thisvirtual meeting. It isadocument that prescribes “best practices’ for middle-
range microenterprise impact assessment studies. This, together with the tentative guiddines,
suggests that it would be timely to test the guidelines and then to convene another virtual meeting
ayear from now. That meeting would provide an opportunity to compare data and findings and
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the impacts of different MFIs. The results of applying the guidelines would also be reviewed with
theintent of refining them. A final step for the Working Group would be the preparation of a
handbook/manual on the use of the guidelines. Thiswould aso bring closure to the agenda of the
Working Group.

In looking forward, certain issues were recommended for more attention by CGAP and/or the
members of its Working Groups. Some pertain to the implementation of credible impact
assessments. They include the following:

C
C
C

C

train local technical staff on evaluation methodol ogies and issues for capacity building;
build a common set of variables and hypotheses that have demonstrated validity in IAS,
refine measures through testing proxy indicators of variables that are meaningful, but
difficult to measure; and

construct a“model” questionnaire for collecting basdline data.

Other recommendations point to future areas of inquiry for thisfield. Here, much of the focus
was on the relevance of an impact assessment for ingtitutional performance. In addition, there
were proposals to move impact assessment out of the marginal and operationally separate
“accountability box” into “new” areas such as

C

C

examining the linkage between ingtitutional performance of MFIs and the impact of
microfinance programs,

analyzing the relationship between impact and different types of MFIs and different
products; and

investing in one major in-depth study of cutting-edge issues: minimalist versus integrated
credit and the plight of the ultra-poor.
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